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On the Cover

Wind towers twirl over the corn fields surrounding the Courtenay Wind Farm in North
Dakota. This is the first company-owned wind farm that Xcel Energy has built from the
ground up. The project generates electricity to power more than 100,000 homes and brought
significant economic development to Courtenay, North Dakota and the surrounding area.

Company Description

Xcel Energy is a major U.S. electric and natural gas company with annual revenues of
$11 billion. Based in Minneapolis, Minnesota, the company operates in eight states and
provides a comprehensive portfolio of energy-related products and services to 3.6 million
electricity customers and 2 million natural gas customers.

Financial Highlights Xcel Energy Earnings Per Share
Dollars per share (diluted)
2015 2016
Total GAAP earnings per share 1.94 2.21
Ongoing earnings per share 2.09 2.21
Dividends annualized 1.28 1.36
Stock price (close) 3591 40.70
Assets (millions) 38,821 41,155
Book value per common share 20.89 2173

2014 2015 2016

I GAAP (generally accepted accounting principles)
earnings per share

Il Ongoing earnings per share*
*A reconciliation to GAAP earnings per share is located

in Item 7 of the Form 10-K.

Some sections in this annual report, including the letter to shareholders, contain forward-looking statements. For a discussion of factors
that could affect operating results, please see management's discussion and analysis listed in the table of contents of the Form 10-K.
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Ben Fowke
Chairman, President and CEO

Ben Fowke is pictured in front of

Xcel Energy’'s downtown Minneapolis
campus. The 401 Nicollet building (left
foreground) is a nine-story, energy-efficient
office space that opened in 2016.

Dear Fellow Shareholders:

Xcel Energy delivered excellent results in 2016
— financially, strategically and operationally.
Our performance continues the long tradition
of delivering value for our shareholders and
positions us for continued success in 2017
and beyond.

| am proud to work for this company and with
such dedicated and talented employees. The
phrase “Always Delivering” is one that rings
true throughout Xcel Energy, encapsulating
the important role we play powering millions
of business and residential customers every
day. It also reflects our deep commitment

to providing outstanding service to our
customers. We deliver safe, clean, reliable
energy at a competitive price. We respond to
our customers’ needs with new products and
solutions to help manage their energy use. We
quickly restore power when storms strike our
communities and damage the energy grid. And
we leverage technology to create efficiencies
and keep costs in check.

One measure of our success is financial
performance, and we delivered again in 2016,
continuing to provide strong shareholder
value. Xcel Energy delivered 2016 GAAP

and ongoing earnings of $2.21 per share,
compared with GAAP earnings of $1.94

per share, and ongoing earnings of $2.09

per share, in 2015, which marks the 12th

consecutive year we have met or exceeded
our ongoing earnings guidance.

Xcel Energy also increased your dividend 6.3
percent in 2016, marking the 13th consecutive
year of dividend growth. We maintained our
dividend growth guidance in the 5 to 7 percent
range, reflecting the ongoing confidence we
have in our ability to deliver for you.

Total shareholder return is another way we
measure performance; we posted a 17.1
percent return in 2016. Our three-year total
shareholder return is 62 percent, which
compares favorably to the overall utility sector.

With another successful year behind us and
strong momentum in place, we initiated 2017
earnings guidance of $2.25 to $2.35 per share.

As we kept close focus on the company’s
financial performance, Xcel Energy united
around a set of key priorities that matter most
to our stakeholders.

Delivering Long-Term Growth

During 2016, we continued to execute our
“steel for fuel” growth strategy, which locks
in long-term fuel savings for our customers

by building and owning wind farms at a time
when tax credits make this a significant value.
The approach takes advantage of the wind-
rich resources that are available in our service
territory and provides billions of dollars in fuel
savings, which offset the capital costs to build
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the new wind generation and accompanying
transmission to bring renewable energy to
the marketplace.

Steel for fuel offers impressive economic and
environmental benefits that appeal to our
customers and shareholders and strengthens
our position as a low-cost energy provider. It is
a prudent way to reduce our carbon footprint
and transform our energy supply mix from fossil
fuels without raising prices for customers,
while simultaneously providing growth
opportunities for the company.

\We made tremendous strides in 2016. Just

15 months after construction began, our
Courtenay Wind Farm in North Dakota became
fully operational. It is a testament to our ability
to successfully develop and construct wind
projects. In Colorado, we gained approval for
the Rush Creek Wind Project, a 600 megawatt
wind farm — one of the largest in the state —
that will break ground this year and will go into
service in 2018.

Over the next five years we are pursuing several

capital investment projects — including a significant
amount of large-scale renewables — that would
grow our rate base by 5.5 percent.

Xcel Energy entered into a supplier agreement
with Vestas, one of the largest wind turbine
manufacturers in the world. The partnership
ensures we have access to the “steel” needed
to fulfill our wind commitments and provides
additional tax credits for our customers. We
also announced plans to add 1,550 megawatts
of wind in the Upper Midwest and propose to
own approximately two-thirds of that capacity.
In addition, we are pursuing the potential

to add more than 1,000 megawatts of wind
power in Texas and New Mexico.
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Over the next five years we are pursuing
several capital investment projects — including
a significant amount of large-scale renewables
— that would grow our rate base by 5.5
percent. To enhance reliability, we will continue
to invest in the electrical grid and be vigilant in
our efforts to protect it from cyber and physical
threats. An example is our Advanced Grid
Intelligence and Security proposal in Colorado
that will upgrade our communications platform,
improve security and reliability, and leverage
smart meters to provide customers more
choices in how they manage their energy use.

Our investments play a key role in driving
economic development through good jobs,
tax base and lease payments to land owners.
They also contribute growth opportunities for
you, our valued shareholders.

Engaging Stakeholders

We took our stakeholder engagement

efforts to new levels in 2016, resulting in
ground-breaking agreements in Colorado and
Minnesota. The company

is poised to implement one
of the state’s first multi-

year electric rate plans in
Minnesota and is testing
updated pricing designs

in Colorado. Through an
industry-leading resource plan
approved in Minnesota, Xcel
Energy will more than double its wind and
solar resources while retiring two coal-fueled
units, which would result in a 63 percent
carbon-free energy mix to the region by 2030.

Xcel Energy will launch a new customer
option, Renewable*Connect, in Minnesota
and Colorado to provide up to 100 percent
renewable energy that is certified. And finally,
a wide-reaching agreement was secured with
22 stakeholder groups in Colorado that will
expand the company’s rooftop and community
solar offerings and position the company

for ongoing stakeholder collaboration. The
agreement is one of the largest of its kind in
the state’s history.

Operational Excellence

and Industry Leadership

Fundamental to our business is providing
reliable service for our customers. We
continue to deliver on that promise, meeting
our energy reliability goals and delivering
industry-leading storm response when
customers need us the most. Xcel Energy was
recognized by the Edison Electric Institute

for our emergency response and power
restoration after a massive winter storm
struck communities in Texas and New Mexico
and interrupted service to tens of thousands
of our customers in December of 2015.

The Edison Electric Institute is an industry
association that represents all U.S. investor-
owned electric companies, which collectively
serve 220 million Americans.

Our public safety commitment is a
responsibility we take seriously. Our work

is especially visible as we upgrade natural
gas infrastructure and make repairs to our
power grid in the communities we serve.
Perhaps less visible, but just as important, is
our behind-the-scenes work as we employ
multi-faceted efforts to protect the electrical
grid from physical and cyber attacks. In 2016,
| was honored to be appointed to the National
Infrastructure Advisory Council, a group of
government, business and industry leaders
convened to advise the U.S. President and
government agencies on policies and strategies
that help to ensure our nation’s critical
infrastructure is secure.

Our employees and customers take pride

in Xcel Energy’s long-standing wind energy
leadership, and that continued in 2016 when
we were named the nation’s No. 1 utility wind
energy provider for the 12th consecutive year
by the American Wind Energy Association.



This achievement is a component of our efforts
to significantly reduce our carbon footprint by
increasing our large-scale renewable portfolio,
repowering existing facilities with more
carbon-friendly natural gas and maintaining
our nuclear, hydro and biomass operations.

Always Delivering
It is what we do: 24 hours a day, seven days
a week, 365 days a year.

We are proud to power the lives of millions

of people and to give back to the communities
we serve. OQur record-setting United Way
campaign raised more than $3 million and
brought thousands of volunteer hours to
nonprofits throughout our service territory.

\We are unwavering in our commitment to
partner with stakeholders to build value —
whether it is delivering renewable energy,
expanding customer choices or making it
easier than ever to do business with us.

We know that our business continues to evolve
and are well-positioned to deliver long-term
value regardless of the challenges triggered

by the rapid pace of change.

Once again, we appreciate the trust you place
in Xcel Energy. We don't take it for granted as
we strive to deliver exceptional value for you
today and tomorrow. With your partnership,
our future is indeed very bright.

Sincerely,

Ben Fowke
Chairman, President and
Chief Executive Officer

THE ENVIRONMENT

New carbon target:
60 percentreduction by 2030

Xcel Energy’s carbon reduction story keeps getting better and better. Our
preliminary emissions reporting shows that we achieved a significant
milestone at the end of 2016, reducing our carbon emissions 30 percent
(from a 2005 baseline) four years ahead of schedule. Our latest projections,
based on proposed plans and projects in development, indicate that we will
achieve at least a 45 percent reduction in carbon emissions system wide
by 2021. Looking out further, we believe we can achieve a new target: a

60 percent system-wide carbon reduction by 2030. This goal is based on
our experience with emissions reductions, but will depend on favorable
economics and a supportive regulatory environment.

Xcel Energy’s successful carbon-reduction blueprint includes repowering
existing facilities with more carbon-friendly natural gas, adding significant
amounts of low-cost wind and solar energy and encouraging energy
efficiency through programs that saved more than a terawatt-hour of
electricity last year and generated more than $71 million in rebates for
business and residential customers.

We are now emitting significantly fewer carbon emissions — 27 million
tons per year — than we did in 2005. That's the equivalent of removing
five million cars from the road for a year. As we transform our energy
portfolio, perhaps the most important part of the story is our ability to
reduce carbon emissions without adding costs. Overall, our energy supply
is more diverse and better for the environment at a competitive price for
our customers.

By the end of this year, we will have retired 25 percent of the coal-fueled
generation we owned in 2005. Others are taking notice. In 2016, the

EPA, Center for Climate and Energy Solutions and The Climate Registry
presented Xcel Energy its Climate Leadership Award for excellence in
greenhouse gas management for our commitment and progress in reducing
carbon emissions.

30% Reduction in Carbon Emissions
2005-2016

10017
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GROWTH STRATEGY

Wind investments provide
benefits for all stakeholders

According to the most recent census, only 45
people live in Courtenay, North Dakota, located
30 miles northeast of Jamestown. Despite its
small size, Courtenay is making a huge impact
on our efforts to deliver low-cost wind energy
to customers in the Upper Midwest.

Taking advantage of strong wind resources

in our backyard, in December we completed
construction of the Courtenay Wind Farm —
100 wind towers spinning above the farmland
surrounding Courtenay are now delivering
enough clean, renewable energy to power
100,000 average-sized homes annually.

carbon emissions, a successful journey we
started in 2005.

Construction of the wind farm also provided
significant economic development for the
area, including 200 construction jobs, eight
permanent jobs and $850,000 in annual

tax revenue. Participating landowners will
collectively receive $26.5 million in lease
payments over the next 20 years.

By completing Courtenay and bringing online
the Odell Wind Farm, a third-party development
in southwestern Minnesota, we met our
commitment to increase wind capacity 42
percent in the Upper Midwest
by the end of 2016. Both

By completing Courtenay and bringing online the Odell
Wind Farm, we met our 2013 commitment to increase

projects take advantage of the
CapX2020 transmission system
upgrade to deliver renewable
energy to the marketplace.

wind capacity 42 percent in the Upper Midwest by the
end of 2016.

Historically, the source of most of our

wind energy was through power purchase
agreements with independent wind farms.
We also acquired four wind projects that were
developed, constructed and commissioned by
a third party before the ownership transferred
to us. The Courtenay Wind Farm is significant
because we managed the project through
construction as part of our “steel for fuel”
growth strategy.

We are delivering excellent value by providing
shareholder growth opportunities and locking

in low wind prices for years to come, saving our
customers billions of dollars. Those fuel savings
more than offset the capital costs to build the
wind farms and associated transmission lines,
which positions us to transition from fossil
fuels to renewable energy at no extra cost

to our customers. Finally, adding more wind
resources is what our customers expect and

is part of our blueprint to significantly reduce
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We've enjoyed our leadership
position as the nation’s No. 1
utility wind energy provider for
12 consecutive years and have approved plans
to grow our wind portfolio. Among the biggest
success stories in 2016 was the speed at
which we gained approval for the Rush Creek
Wind Project in Colorado, taking advantage

of federal production tax credits before they
begin to phase out in 2017. This effort required
significant stakeholder outreach, planning and
execution by a large team. Construction of the
600-megawatt project — one of the largest

in Colorado — will begin this year. When
completed in 2018, Rush Creek will deliver
enough energy to power 325,000 homes.

In addition to Rush Creek, we filed plans
to add 1,550 megawatts of wind capacity
in the Upper Midwest, two-thirds of which
we plan to own. In Texas and New Mexico,
we have proposed adding more than 1,000
megawatts of wind energy.




Wind forecasting expertise

Integrating wind energy onto our system requires sophisticated wind
forecasting expertise that we developed in conjunction with the National
Center for Atmospheric Research and its affiliate company, Global Weather
Corp. We rely on forecasting to more accurately predict the energy produced
at our wind farms each hour of every day. These forecasts allow us to ensure
reliability and even power down fossil fuel plants on windy days, which
benefits the environment and saves money. Since 2009, our wind forecast
integration strategy has generated more than $60 million in fuel savings

for our customers.

Project Engineer Zach Smith, one of eight full-time
employees who work at the Courtenay Wind Farm,
inspects a wind tower. The 200-megawatt wind farm

was fully operational in December. |




SOLAR ENERGY

More than 450,000 solar panels
harvest the sun near Pueblo, Colorado.
Comanche Solar, one of five universal
solar projects brought online in 2016,
is the largest solar project east of

the Rockies.

Large-scale solar projects deliver the best customer value

Perhaps the most visibly striking example of
our changing energy supply mix lies outside
Pueblo, Colorado. On a large parcel of land
south of the city, traditional and renewable
energy sources sit side by side against the
backdrop of the Rocky Mountains.

\We expect to add more large-scale solar and quadruple

our solar portfolio over the next four years.

For decades, the site has been the home to
Comanche Station, a three-unit, coal-fueled
power plant and accompanying substation
that provides electricity to approximately one-
third of our Colorado communities. Comanche
now has a new neighbor occupying 900 acres.
Not just any neighbor, but the largest solar
project east of the Rockies. Row after row of
solar panels — more than 450,000 in total —
move in tandem at Comanche Solar to harvest
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the sun’s energy as it crosses the sky. The
facility, which was completed and connected
to the energy grid in 2016, provides 120
megawatts of energy, enough to power
31,000 homes. Xcel Energy has an agreement
to purchase solar energy from the facility

for the next 25 years.

Comanche Solar showcases
our commitment to pursue
large-scale solar projects
that take advantage of
economies of scale to deliver the best value
for our customers. In 2016, we brought

five large-scale solar projects online: two

in Minnesota, two in New Mexico and
Comanche in Colorado. Those five projects
take advantage of strong solar resources

in our service territories and generate 462
megawatts of energy for our customers. In
contrast, our large-scale solar portfolio was
192 megawatts at the end of 2015.

As the price of solar continues to fall, we
expect to add more large-scale solar and
quadruple our solar portfolio over the next four
years. We also provide programs that support
rooftop solar for customers and partner with
community solar garden developers to provide
options for customers who can't or don't want
to invest in rooftop solar.

In 2016, we launched Solar*Connect
CommunityS™, a new solar garden program
in Wisconsin that gives businesses and
residents the ability to subscribe to the
program at various levels and receive a
credit on their Xcel Energy bill. The Wisconsin
commission approved our proposal to build
two community solar gardens, one in the
greater La Crosse area and the other in

Eau Claire, across the street from our
Wisconsin office on the site of a former
landfill. Both solar gardens have nearly sold
out; construction will begin in 2017.



NUCLEAR ENERGY

In continual pursuit of operational excellence

Our plans to generate at least 50 percent
carbon-free energy by 2021 are contingent
upon adding significant amounts of renewable
energy, repowering aging coal plants with
natural gas and maintaining our nuclear fleet.
Nuclear energy remains the most reliable
24/7/365, carbon-free energy source available
to us, accounting for about 13 percent of our
energy mix at the end of 2016.

\We are committed to operating our
Minnesota-based nuclear facilities at Prairie
Island and Monticello through their licensing
periods, which expire in the early 2030s. We
are participating in ongoing dialogue with our
state regulators about the long-term future of
these generating plants and their importance
in achieving our carbon-reduction targets.

The best way to prove value to our regulators
is to operate our nuclear fleet effectively

and efficiently. In 2016, we saw improved
performance at both locations.
Monticello broke a generation
record last year, proving

the value of our 2015 plant
expansion, and received an
“exemplary” rating from the
Institute of Nuclear Power Operations, an
independent verification of our safety and
operational excellence.

At Prairie Island, we completed a safe and
successful refueling of Unit 1. It was the 30th
refueling of the unit overall and the fastest

in 25 years. This major undertaking, which
included several simultaneous infrastructure

upgrades, was a well-orchestrated, 36-day
project that included 95,000 work hours
logged by employees and contractors.

Monticello broke a generation record last year,

proving the value of our 2015 plant expansion.

By achieving operational excellence on a daily
basis and especially during planned refueling
outages, we are keeping costs in check,
which delivers value for our shareholders and
complements the reliability our customers
have come to expect.

In 2016, we completed the fastest, most-successful
refueling of Prairie Island Unit 1 in 25 years. Pictured
is the inside of the empty reactor core, filled with
water and ready to be refueled. This huge undertaking
brought hundreds of specialized workers on site and
packed 95,000 work hours into just over a month’s
time. Refueling required excellent coordination and
stimulated economic development in and around
Red"Wing, Minnesota.
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John Marshall, Community and Government Relations
manager (left), stands by the new gas regulator station
at Lexington Parkway in St. Paul. He is joined by Kathy
Lantry, director of Public Warks for the city, council
members Rebecca Noecker-and Dai Thao (right), and
Bill Marka (blue shirt), who worked on the project. y T
Xcel Energy partnered with the city to save 181 P
mature boulevard trees, pictured in the background.
Xcel Energy will construct a building around the
regulator station to blend in with the neighborhood.

Above: This pipeline is part of an 11.5-mile upgrade to
enhance reliability and public safety.




NATURAL GAS

Partnering with stakeholders to
keep our cities safe and beautiful

“Every time Xcel Energy works on an
infrastructure project, they leave the city in a
better place than when they started working.”

That's the assessment from Kathy Lantry,
director of Public Works for the city of

St. Paul. She was particularly pleased
with Xcel Energy’s efforts to save 181
mature boulevard trees from demolition
during a major project to upgrade part of
the city’s natural gas infrastructure, which
serves about 400,000 people.

As part of the East Metro
project to replace the original
pipeline installed in the 1940s
and '50s, we installed 11.5
miles of 20-inch natural gas
pipeline through the heart

of the capital city — a tall
order considering the tight
deadline and nearly constant
traffic flow in a dense urban
area where a majority of the
construction work was needed.

Before the construction phase began and
throughout the project, we conducted
extensive outreach with numerous
stakeholders, including city management
staff and council members, business owners
and residents. Goals for the project were
enhanced public safety, limited traffic and
business disruption and a creative solution

to save century-old honey locust trees on
Lexington Parkway from being uprooted during
the construction of a nearby regulator station.
To enhance public safety, the project took
advantage of two new technologies: in-line
inspection capability and remote-controlled
valves that enable the company to proactively
make needed repairs in the future.

“The city of St. Paul is one of our oldest and
largest customers,” said John Marshall,

Xcel Energy's Community and Government
Relations manager for the city. “We do
everything possible to over communicate

and make sure the experience is the least
disruptive for the city, its businesses and
residents. The affected residents appreciated
the community meetings, mailings, personal
updates and the extra special touches, like
delivering their mail. Some of the residents
even made cookies and meals for our workers
to show their appreciation.”

“Ensuring the safety of the public and our employees
is our number one priority,” said Cheryl Campbell,
senior vice president, Natural Gas. “I'm really proud

of how our team members worked together to
get the job done for our communities and ensure
reliability for years to come.”

West Main Upgrade

In 2016, we also completed a large, multi-year
infrastructure upgrade in northern Colorado
called the West Main project, which replaced
aging pipeline to meet expansive growth and
provide the reliable service our customers
have come to expect. The project replaced
approximately 95 miles of 1920s-vintage
transmission pipeline in similar challenging
areas. Qur team worked collaboratively with
local communities to minimize negative
impacts from the project and received similar
positive feedback from those communities.

“Ensuring the safety of the public and our
employees is our number one priority,”

said Cheryl Campbell, senior vice president,
Natural Gas. “I'm really proud of how our
team members worked together to get the
job done for our communities and ensure
reliability for years to come.”
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Xcel Energy is partnering with
Panasonic to test battery storage
capabilities. Energy collected from
solar panels on the carport rooftop
is stored in a large battery system
on site. In the event of a grid outage,
the batteries will form a microgrid to
power essential Panasonic systems.

-
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INNOVATIVE SOLUTIONS
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Panasonic partnership testing battery storage capabilities

As the price of battery storage continues to
fall, we are closely studying this emerging
technology to determine the best ways to

We entered into a unique partnership to study how batteries

can help integrate renewable energy into the grid.

utilize batteries to manage the electrical
grid, enhance service and maximize value
for our customers.

In 2016, we entered into a unique partnership
with two customers, Panasonic and Denver
International Airport (DIA), to study how
batteries can help integrate renewable energy
into the grid and provide critical backup power
during a grid outage.

As part of an economic development
package for the city of Denver, Panasonic
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Enterprise Solutions Company agreed to
relocate its headquarters to Denver with the
goal of developing a showcase sustainable
community. Xcel Energy

and Panasonic formed a
partnership to study the
multiple ways in which the
electric grid can benefit from
battery storage, including the integration of
a high penetration of distributed renewable
energy production, peak demand reduction
and voltage irregularity mitigation.

Xcel Energy will own and operate a battery
storage system at Panasonic’s headquarters
building near Pena Station, a transit hub

close to DIA. The system will be “grid tied,”
connected on the utility’s side of the meter. The
lithium ion battery system will help with the

integration of a 1.3-megawatt solar installation.

A compelling feature of the project is the
system’s ability to form a microgrid. In the
event of a grid outage, the Panasonic building
will be disconnected or “islanded” from the
grid. The battery system will then provide
power directly to the building, enabling

the continued operation of critical loads.
Panasonic’s own rooftop solar array can then
continue to power the building and recharge
the battery with any excess generation.

The two-year Panasonic battery demonstration
project is a Colorado Innovative Clean
Technology program approved by the Colorado
Public Utilities Commission that encourages us
to test emerging energy technologies that can
potentially lower greenhouse gas emissions
and provide other environmental benefits.

The pilot will determine if the program is cost
effective and ready to be deployed more widely.



EMERGING TECHNOLOGY

Drones: The sky's the limit with FAA partnership

Imagine a future when unmanned aircraft
systems fly in the aftermath of severe storms
to assess utility infrastructure damage and
improve disaster response times. That exciting
future is on our radar.

We are participating in an industry-leading
research study with the University of North
Dakota and several strategic partners to

prove to the Federal Aviation Administration,
industry trade groups and other regulators that
unmanned aircraft systems, commonly called
drones, can be effective tools to enhance
safety, reduce outage restoration times and
deliver value and efficiencies for our customers.

A key component in the research study is the
Hermes 450, a fixed-wing unmanned aircraft
with a 35-foot wingspan operated by Elbit
Systems of America. Equipped with lights so
it can record data at night, the large drone can
inspect up to 25,000 acres an hour and remain
in flight for 17 hours.

The Hermes 450 and a smaller drone, both
equipped with multiple sensors, cameras
and the ability to send live video to our
operations headquarters, successfully

located downed utility poles during multiple
test flights near Mayville, North Dakota.

We are integrating the simulated data

into our computer systems with the goal

of achieving much-faster storm response
times. The data will tell us exactly how much
damage has occurred so we can deploy the
proper resources to the exact locations,
which will speed up the restoration process.

We began using drone technology in 2013
to inspect boilers, heat recovery steam
generators and scrubber
modules in our electric
generating plants. The use of
drones expanded with several
proof of concept missions
outdoors. In February 2016,
we became the first utility in the country to
receive FAA approval to fly drones beyond
line of sight to inspect a transmission line
northwest of Amarillo, Texas.

As a result of early missions, employee
involvement, executive support and a collective
vision established in the formation of our
Unmanned Aircraft Systems Program Office,

together with the FAA, we announced in early
2017 a first-of-its-kind “Partnership for Safety
Plan.” The partnership establishes a working
relationship that will facilitate the use of
unmanned aircraft systems in the National
Airspace System. We plan to use drones to
inspect 20,000 miles of transmission lines
throughout our geographically diverse service
territory. This collaborative partnership will help
us safeguard the energy grid and help shape
future rules and regulations for other utilities.

We have used drone technology to inspect everything

from natural gas pipelines to wind turbines.

We have used drone technology to inspect
everything from natural gas pipelines to wind
turbines. Regardless of the application, the
use of drones has consistently been faster,
safer and less expensive than traditional
inspections. The program is part of our efforts
to implement technology at the speed of value
to benefit our customers.

Xcel Energy is participating in a
research study with the University

of North Dakota and other partners
to test the use of drones to improve
disaster response times. The Hermes
450 is shown during a test flight near
Mayville, North Dakota.




The expanded Amarillo Technical Center
teaches job skills and employee safety
using outdoor equipment and high-tech
simulators.

A safe and supportive workplace

High-tech simulators and outdoor training yards
are helping employees prepare for real-life

job scenarios. As part of our commitment to
employee safety and development, Xcel Energy
recently upgraded and expanded the Amarillo
Technical Center, a Texas facility that trains line
workers, electricians, substation technicians
and heavy equipment operators.

At Amarillo, and similar facilities across our
service territories, we provide 144 hours of
training per apprentice every year and ongoing
training for experienced journeyman workers.

“Safety is the most important value for our
employees — it's embedded in our culture,”
said Gary Lakey, vice president, Safety and
Workforce Relations.

Nearly a decade ago, Xcel Energy embarked

on our “Journey to Zero,” an ongoing effort to
eliminate workplace injuries. We continue to
make strong progress — 2016 was the second-
best safety year in the history of the company.

A tradition of community support

At Xcel Energy, the cities and towns we serve
represent more than just our service territory.
It's where our employees live and work, raise
their families and give back to the community.
Our employees have a strong tradition of
volunteerism and charitable giving.

Xcel Energy collectively contributed nearly
50,000 volunteer hours in 2016, delivering
meals for homebound seniors, stocking food
shelves, mentoring students, building houses
and so much more. Xcel Energy encourages
volunteerism by offering employees the ability
to take paid time off to volunteer at a charity
and by organizing events. In a single day in
September, our employees once again rallied
for our annual Day of Service and collectively
contributed more than 10,000 volunteer hours.

Thanks to the generosity of our employees

in eight states, Xcel Energy delivered a
record-breaking United Way campaign in
2016, topping the $3 million threshold for

the first time. Those contributions, boosted
by the company campaign match, will provide
nearly a $6 million impact to strengthen

our communities.

The company also supports many nonprofit
organizations committed to improving

our communities through the Xcel Energy
Foundation and other giving programs. Last
year the foundation distributed $3.9 million in
grants to approximately 350 nonprofits, and
our employees donated nearly $700,000 to
support 1,100 nonprofit organizations. Another
$640,000 was contributed by Xcel Energy
through our matching gifts program.

A Commitment to Veterans

Like many companies, Xcel Energy is seeing
its workforce transition as baby boomers

are reaching retirement age. To meet this
waorkforce challenge, Xcel Energy is turning to
our military veterans. Military veterans bring
the values and commitment to the workforce
that we need — leadership, teamwork and
dedication. Our military veteran hiring strategy
continues to gain traction. In 2016, 14 percent
of our external hires were military veterans,
essentially double the result of two years prior.

Xcel Energy is recognized each year for our
strong military culture. In December, G./. Jobs
magazine awarded us the Military Friendly
Employer “Gold Status.” The Employer Support
of the Guard and Reserves bestowed its
highest state-level honor, the Pro Patria award,
for excellent support of military veterans and
active-duty employees who continue to serve
our country. We were the only large company
based in Minnesota to win the award in 2016.

One of those grants is helping to drive
economic development in downtown Eau
Claire, Wisconsin. In conjunction with our 2016
Annual Meeting, the Xcel Energy Foundation
presented a unique, one-time $250,000 gift to
fund the economic development in downtown
Eau Claire. The Confluence project will feature
a performing arts center shared by the city and
the University of Wisconsin-Eau Claire. Our
roots in the community date back to 1872.

Photo by J.L: “Bob” Zaragoza
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PART I
Item 1 — Business

DEFINITION OF ABBREVIATIONS AND INDUSTRY TERMS

Xcel Energy Inc.’s Subsidiaries and Affiliates (current and former)

Capital Services ........... Capital Services, LLC

Eloigne.................. Eloigne Company

NCE ... 0. New Century Energies, Inc.

NSP-Minnesota ........... Northern States Power Company, a Minnesota corporation

NSPSystem .............. The electric production and transmission system of NSP-Minnesota and NSP-Wisconsin operated on
an integrated basis and managed by NSP-Minnesota

NSP-Wisconsin. . .......... Northern States Power Company, a Wisconsin corporation

Operating companies . . . .. .. NSP-Minnesota, NSP-Wisconsin, PSCo and SPS

PSCo.................... Public Service Company of Colorado

SPS... .. Southwestern Public Service Co.

Utility subsidiaries . ........ NSP-Minnesota, NSP-Wisconsin, PSCo and SPS

WGL.................... WestGas InterState, Inc.

WYCO .................. WYCO Development, LLC

Xcel Energy .............. Xcel Energy Inc. and its subsidiaries

XETD ..o Xcel Energy Transmission Development Company, LLC

XEST .o Xcel Energy Southwest Transmission Company, LLC

XEWT ..o Xcel Energy West Transmission Company, LLC

Federal and State Regulatory Agencies

ASLB ........... .. .. ..., Atomic Safety and Licensing Board

CFTC ....... ... ... Commodity Futures Trading Commission

CPUC...... ... ... Colorado Public Utilities Commission

D.C.Circuit .............. United States Court of Appeals for the District of Columbia Circuit

DOC.................... Minnesota Department of Commerce

DOE.................... United States Department of Energy

DOT ............... ... United States Department of Transportation

EPA. ... ... . United States Environmental Protection Agency

FERC ................... Federal Energy Regulatory Commission

IRS ... ..o o Internal Revenue Service

MPCA................... Minnesota Pollution Control Agency

MPSC......... ... ..... Michigan Public Service Commission

MPUC................... Minnesota Public Utilities Commission

NDPSC.................. North Dakota Public Service Commission

NERC................... North American Electric Reliability Corporation

NMPRC ................. New Mexico Public Regulation Commission

NRC........c.oiiiat. Nuclear Regulatory Commission

PHMSA ................. Pipeline and Hazardous Materials Safety Administration

PNM........... ... ... Public Service Company of New Mexico

PSCW................... Public Service Commission of Wisconsin

PUCT ...... ... . ... Public Utility Commission of Texas

SDPUC.................. South Dakota Public Utilities Commission

SEC.......coiiiiii, Securities and Exchange Commission



Electric, Purchased Gas and Resource Adjustment Clauses

CIP...... .. ... ... ... Conservation improvement program

DCRF................... Distribution cost recovery factor

DSM....... ... Demand side management

DSMCA ................. Demand side management cost adjustment

ECA .. ... .. .. ... ... Retail electric commodity adjustment

EE.... . ... . Energy efficiency

EECRF.................. Energy efficiency cost recovery factor

EIR........ ... .. . .. Environmental improvement rider (recovers the costs associated with investments in
environmental improvements to fossil fuel generation plants)

EPU ... ... ... .. ... Extended power uprate

ERP..................... Electric resource plan

FCA ... ... Fuel clause adjustment

FPPCAC................. Fuel and purchased power cost adjustment clause

GCA ... ... i Gas cost adjustment

GUIC ...... ... .. Gas utility infrastructure cost rider

PCCA................... Purchased capacity cost adjustment

PCRF ........ .. ... ..... Power cost recovery factor (recovers the costs of certain purchased power costs)

PGA ........ ... ... ... Purchased gas adjustment

QSP........ Quality of service plan

RDF ... ... ... .. ... Renewable development fund

RER .................... Renewable energy rider

RES..... ... . .. Renewable energy standard (recovers the costs of new renewable generation)

RESA ................... Renewable energy standard adjustment

SCA ... .. Steam cost adjustment

TCA ... Transmission cost adjustment

TCR ... Transmission cost recovery adjustment

TCRF ... Transmission cost recovery factor (recovers transmission infrastructure improvement costs

and changes in wholesale transmission charges)

Other Terms and Abbreviations

AFUDC ................. Allowance for funds used during construction

ATM.................... At-the-market

ALJ. ..o oo Administrative law judge

APBO................... Accumulated postretirement benefit obligation

ARO ... .. ... .. Asset retirement obligation

ASU ... FASB Accounting Standards Update

BART................... Best available retrofit technology

C&L.....oo Commercial and Industrial

CAA ... ... ... Clean Air Act

CACIA.................. Clean Air Clean Jobs Act

CAIR ................... Clean Air Interstate Rule

CapX2020................ Alliance of electric cooperatives, municipals and investor-owned utilities in the upper
Midwest involved in a joint transmission line planning and construction effort

CCN ... Certificate of convenience and necessity

CIG..................... Colorado Interstate Gas Company, LLC

COpuvviee Carbon dioxide



CON.................... Certificate of need

CPCN ... Certificate of public convenience and necessity

CPP......... o il Clean Power Plan

CSAPR.................. Cross-State Air Pollution Rule

CWIP ................... Construction work in progress

EET............. ... ... Edison Electric Institute

EGU.................... Electric generating unit

EPS... ... .. .. ... ... Earnings per share

ERCOT.................. Electric Reliability Council of Texas

ETR ... ... .. o oot Effective tax rate

FASB ................... Financial Accounting Standards Board

FIP ... .o Federal implementation plan

FTR. ... ..o i Financial transmission right

GAAP. ... ... L Generally accepted accounting principles

GHG.................... Greenhouse gas

Golden Spread . ........... Golden Spread Electric Cooperative, Inc.

HTY ... Historic test year

M. Integrated market

IPP ... o Independent power producers

ISFSL. ... e Independent Spent Fuel Storage Installation

ITC........ooii . Investment Tax Credit

LCM.. ... Life cycle management

LLW. ..o Low-level radioactive waste

ING ... Liquefied natural gas

MGP.............. ..., Manufactured gas plant

MISO ............. ot Midcontinent Independent System Operator, Inc.

Moody’s ... ... Moody’s Investor Services

MYP............ ... . ... Multi-year plan

NAAQS ... ...l National Ambient Air Quality Standard

Native load . .............. Customer demand of retail and wholesale customers that a utility has an obligation to serve
under statute or long-term contract

NAV. ..o Net asset value

NOL.................... Net operating loss

NOX oo Nitrogen oxide

NOV.. ...t Notice of violation

NTC ... Notifications to construct

NYISO.................. New York Independent System Operator

O&M ... ... Operating and maintenance

OCC.....ooiiiii Office of Consumer Counsel

OCIL.................. Other comprehensive income

PCB ......... . .. ... Polychlorinated biphenyl

PFS.. .. ... Private Fuel Storage, LLC

PIL ... . Prairie Island nuclear generating plant

PIM.... ... . ... ........ PJM Interconnection, LLC

PM ... ..o Particulate matter

PPA. .. ... Purchased power agreement

PRP..................... Potentially responsible party

PTC..... ... .. ... ... .. Production tax credit

PV, Photovoltaic

QF. .. Qualifying facilities

R&E ... .. ... Research and experimentation

REC .............. ... Renewable energy credit



RFP........ ... ... .. Request for proposal

ROE .................... Return on equity

RPS......... . Renewable portfolio standards
RTO .................... Regional Transmission Organization
SIP ..o State implementation plan
SOy Sulfur dioxide

SPP ... ... . Southwest Power Pool, Inc.

S&P ... Standard & Poor’s Ratings Services
TO. ..o Transmission owner

TransCo ................. Transmission-only subsidiary

TSR. ..o Total shareholder return
Measurements

Bef .o Billion cubic feet
GWh.................... Gigawatt hours

KV oo Kilovolts
KWh.................... Kilowatt hours

Mecf. ... Thousand cubic feet
MMBtu.................. Million British thermal units

MW.. ..o Megawatts
MWh.................... Megawatt hours



COMPANY OVERVIEW

Xcel Energy Inc. is a holding company with subsidiaries engaged primarily in the utility business. In 2016, Xcel Energy Inc.’s
continuing operations included the activity of four wholly owned utility subsidiaries that serve electric and natural gas customers in
eight states. These utility subsidiaries are NSP-Minnesota, NSP-Wisconsin, PSCo and SPS, and serve customers in portions of
Colorado, Michigan, Minnesota, New Mexico, North Dakota, South Dakota, Texas and Wisconsin. Along with WYCO, a joint
venture formed with CIG to develop and lease natural gas pipelines, storage, and compression facilities, and WGI, an interstate natural
gas pipeline company, these companies comprise the regulated utility operations.

Xcel Energy Inc. was incorporated under the laws of Minnesota in 1909. Xcel Energy’s executive offices are located at 414 Nicollet
Mall, Minneapolis, Minn. 55401. Its website address is www.xcelenergy.com. Xcel Energy makes available, free of charge through
its website, its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably practicable
after the reports are electronically filed with or furnished to the SEC. The public may read and copy any materials that Xcel Energy
files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. The public may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an
internet site that contains reports, proxy and information statements, and other information regarding issuers that file electronically
with the SEC at http://www.sec.gov.

NSP-Minnesota

NSP-Minnesota is a utility primarily engaged in the generation, purchase, transmission, distribution and sale of electricity in
Minnesota, North Dakota and South Dakota. The wholesale customers served by NSP-Minnesota comprised approximately 13
percent of its total KWh sold in 2016. NSP-Minnesota also purchases, transports, distributes and sells natural gas to retail customers
and transports customer-owned natural gas in Minnesota and North Dakota. NSP-Minnesota provides electric utility service to
approximately 1.5 million customers and natural gas utility service to approximately 0.5 million customers. Approximately 88 percent
of NSP-Minnesota’s retail electric operating revenues were derived from operations in Minnesota during 2016 and 2015. Although
NSP-Minnesota’s large C&lI electric retail customers are comprised of many diversified industries, a significant portion of NSP-
Minnesota’s large C&I electric sales include the following industries: petroleum, coal and food products. For small C&I customers,
significant electric retail sales include the following industries: real estate and educational services. Generally, NSP-Minnesota’s
earnings contribute approximately 35 percent to 45 percent of Xcel Energy’s consolidated net income.

The electric production and transmission costs of the entire NSP System are shared by NSP-Minnesota and NSP-Wisconsin. A FERC-
approved Interchange Agreement between the two companies provides for the sharing of all generation and transmission costs of the
NSP System.

NSP-Minnesota owns the following direct subsidiary: United Power and Land Company, which holds real estate.
NSP-Wisconsin

NSP-Wisconsin is a utility primarily engaged in the generation, transmission, distribution and sale of electricity in portions of
northwestern Wisconsin and in the western portion of the Upper Peninsula of Michigan. NSP-Wisconsin purchases, transports,
distributes and sells natural gas to retail customers and transports customer-owned natural gas in this service territory. NSP-Wisconsin
provides electric utility service to approximately 257,000 customers and natural gas utility service to approximately 113,000
customers. Approximately 98 percent of NSP-Wisconsin’s retail electric operating revenues were derived from operations in
Wisconsin during 2016 and 2015. Although NSP-Wisconsin’s large C&l electric retail customers are comprised of many diversified
industries, a significant portion of NSP-Wisconsin’s large C&I electric sales include the following industries: food products, paper,
allied products and petroleum pipelines. For small C&I customers, significant electric retail sales include the following industries:
grocery and dining establishments, educational services and health services. Generally, NSP-Wisconsin’s earnings contribute
approximately five percent to 10 percent of Xcel Energy’s consolidated net income.

The management of the electric production and transmission system of NSP-Wisconsin is integrated with NSP-Minnesota.

NSP-Wisconsin owns the following direct subsidiaries: Chippewa and Flambeau Improvement Co., which operates hydro reservoirs;
Clearwater Investments Inc., which owns interests in affordable housing; and NSP Lands, Inc., which holds real estate.



PSCo

PSCo is a utility engaged primarily in the generation, purchase, transmission, distribution and sale of electricity in Colorado. The
wholesale customers served by PSCo comprised approximately 14 percent of its total KWh sold in 2016. PSCo also purchases,
transports, distributes and sells natural gas to retail customers and transports customer-owned natural gas. PSCo provides electric
utility service to approximately 1.4 million customers and natural gas utility service to approximately 1.4 million customers. All of
PSCo’s retail electric operating revenues were derived from operations in Colorado during 2016. Although PSCo’s large C&I electric
retail customers are comprised of many diversified industries, a significant portion of PSCo’s large C&I electric sales include the
following industries: fabricated metal products, communications and health services. For small C&I customers, significant electric
retail sales include the following industries: real estate and dining establishments. Generally, PSCo’s earnings contribute
approximately 35 percent to 45 percent of Xcel Energy’s consolidated net income.

PSCo owns the following direct subsidiaries: 1480 Welton, Inc. and United Water Company, both of which own certain real estate
interests; and Green and Clear Lakes Company, which owns water rights and certain real estate interests. PSCo also holds a
controlling interest in several other relatively small ditch and water companies.

SPS

SPS is a utility engaged primarily in the generation, purchase, transmission, distribution and sale of electricity in portions of Texas and
New Mexico. The wholesale customers served by SPS comprised approximately 31 percent of its total KWh sold in 2016. SPS
provides electric utility service to approximately 389,000 retail customers in Texas and New Mexico. Approximately 71 percent of
SPS’ retail electric operating revenues were derived from operations in Texas during 2016 and 2015. Although SPS’ large C&l
electric retail customers are comprised of many diversified industries, a significant portion of SPS’ large C&I electric sales include the
following industries: oil and gas extraction, as well as petroleum and natural gas products. For small C&I customers, significant
electric retail sales include the following industries: oil and gas extraction, grocery and dining establishments. Generally, SPS’
earnings contribute approximately 10 percent to 15 percent of Xcel Energy’s consolidated net income.

Other Subsidiaries

WGI is a small interstate natural gas pipeline company engaged in transporting natural gas from the PSCo system near Chalk Bluffs,
Colo., to Cheyenne, Wyo.

WYCO was formed as a joint venture with CIG to develop and lease natural gas pipeline, storage, and compression facilities. Xcel
Energy has a 50 percent ownership interest in WYCO. The gas pipeline and storage facilities are leased under a FERC-approved
agreement to CIG.

Xcel Energy Services Inc. is the service company for Xcel Energy Inc.

XETD and XEST are transmission-only subsidiaries that will, respectively, participate in MISO and SPP competitive bidding
processes for transmission projects. XEWT is a transmission-only subsidiary formed to competitively bid on transmission projects in
the western United States.

Xcel Energy Inc.’s nonregulated subsidiaries are Eloigne and Capital Services. Eloigne invests in rental housing projects that qualify
for low-income housing tax credits, and Capital Services procures equipment for construction of renewable generation facilities at
other subsidiaries.

Xcel Energy conducts its utility business in the following reportable segments: regulated electric utility, regulated natural gas utility
and all other. See Note 17 to the consolidated financial statements for further discussion relating to comparative segment revenues,
income from operations and related financial information.



ELECTRIC UTILITY OPERATIONS

NSP-Minnesota
Public Utility Regulation

Summary of Regulatory Agencies and Areas of Jurisdiction — Retail rates, services and other aspects of NSP-Minnesota’s
operations are regulated by the MPUC, the NDPSC and the SDPUC within their respective states. The MPUC also has regulatory
authority over security issuances, property transfers, mergers, dispositions of assets and transactions between NSP-Minnesota and its
affiliates. In addition, the MPUC reviews and approves NSP-Minnesota’s ERPs for meeting customers’ future energy needs. The
MPUC also certifies the need and siting for generating plants greater than 50 MW and transmission lines greater than 100 KV that will
be located within the state. No large power plant or transmission line may be constructed in Minnesota except on a site or route
designated by the MPUC. The NDPSC and SDPUC have regulatory authority over generation and transmission facilities, along with
the siting and routing of new generation and transmission facilities in North Dakota and South Dakota, respectively.

NSP-Minnesota is subject to the jurisdiction of the FERC with respect to its wholesale electric operations, hydroelectric licensing,
accounting practices, wholesale sales for resale, transmission of electricity in interstate commerce, compliance with NERC electric
reliability standards, asset transfers and mergers, and natural gas transactions in interstate commerce. NSP-Minnesota operates within
the MISO RTO and MISO wholesale market and is authorized to make wholesale electric sales at market-based prices. NSP-
Minnesota is a transmission owning member of the MISO RTO.

Fuel, Purchased Energy and Conservation Cost-Recovery Mechanisms — NSP-Minnesota has several retail adjustment clauses that
recover fuel, purchased energy and other resource costs:

e CIP — Recovers the costs of conservation and demand-side management programs that help customers save energy.

e EIR — Recovers the costs of environmental improvement projects.

*  RDF — Allocates money collected from retail customers to support the research and development of emerging renewable
energy projects and technologies.

*  RES— Recovers the cost of renewable generation in Minnesota.

*  RER — Recovers the cost of renewable generation in North Dakota.

*  SEP — Recovers costs related to various energy policies approved by the Minnesota legislature.

*  TCR — Recovers costs associated with investments in electric transmission and distribution grid modernization costs.

o Infrastructure rider — Recovers costs for investments in generation and incremental property taxes in South Dakota.

NSP-Minnesota’s retail electric rates in Minnesota, North Dakota and South Dakota include a FCA for monthly billing adjustments to
recover changes in prudently incurred costs of fuel related items and purchased energy. In general, capacity costs are recovered
through base rates and are not recovered through the FCA. In addition, costs associated with MISO are generally recovered through
either the FCA or base rates.

Minnesota state law requires NSP-Minnesota to invest two percent of its state electric revenues and half a percent of its state gas
revenues in CIP. These costs are recovered through an annual cost-recovery mechanism for electric conservation and energy
management program expenditures. Minnesota state law also requires NSP-Minnesota to submit a CIP plan at least every three years.

CIP Triennial Plan — In 2016, the DOC approved NSP-Minnesota’s 2017 through 2019 CIP Triennial Plan, which maintained the
energy savings goals and allowed for slight budget increases over the previous plan. The plan sets an annual energy savings goal for
electric of saving the equivalent of 1.5 percent of the volume of electric energy sales and an annual natural gas goal of saving 1.0
percent of the volume of gas energy sales.

Capacity and Demand

Uninterrupted system peak demand for the NSP System’s electric utility for each of the last three years and the forecast for 2017,
assuming normal weather conditions, is as follows:

System Peak Demand (in MW)

2014 2015 2016 2017 Forecast

NSP System . ........... 8,848 8,621 9,002 9,179

The peak demand for the NSP System typically occurs in the summer. The 2016 system peak demand for the NSP System occurred on
July 20, 2016. The 2016 system peak demand increased from the previous year due to customer growth and warmer summer weather.
The 2017 forecast assumes normal peak day weather, which would be warmer than 2016.



Energy Sources and Related Transmission Initiatives

NSP-Minnesota expects to use existing power plants, power purchases, CIP options, new generation facilities and expansion of
existing power plants to meet its system capacity requirements.

Purchased Power — NSP-Minnesota has contracts to purchase power from other utilities and independent power producers.
Generally, long-term dispatchable purchased power contracts require a periodic capacity payment and a charge for the delivered
associated energy. Some long-term purchased power contracts only contain a charge for the purchased energy. NSP-Minnesota also
makes short-term purchases to meet system load and energy requirements, to replace generation from company-owned units under
maintenance or during outages, to meet operating reserve obligations, or to obtain energy at a lower cost.

Purchased Transmission Services — NSP-Minnesota and NSP-Wisconsin have contracts with MISO and other regional transmission
service providers to deliver power and energy to their customers.

Courtenay Wind Farm — In November 2016, NSP-Minnesota placed into service the Courtenay wind farm, a 200 MW NSP-
Minnesota owned project in North Dakota. In July and August 2015, the MPUC and NDPSC, respectively, approved the Courtenay
wind farm with recovery up to $300 million of capital costs. Total project costs were approximately $286 million, which were
included in the Minnesota RES rider and the North Dakota RER.

NSP System Resource Plans — In January 2017, the MPUC approved NSP-Minnesota’s Integrated Resource Plan that includes:

*  Retirement of Sherco Unit 2 in 2023 and Sherco Unit 1 in 2026. The resulting need for 750 MW of capacity in 2026 will be
addressed in a future CON proceeding;

*  Acquisition of at least 1,000 MW of wind by 2019 and possibly as much as 1,500 MW dependent on price, bidder
qualifications, rate impact, transmission availability and location. The mix of purchased power and owned facilities was not
specified;

*  Acquisition of 650 MW of solar by 2021 either through the community solar gardens program or other cost-effective
resources. The mix of purchased power and owned facilities was not specified;

»  Acquisition of at least 400 MW of additional demand response by 2023, and a study of the technical and economic
achievability of 1,000 MW of additional demand response in total by 2025; and

»  Achievement of at least 444 GWh of energy efficiency in all planning years.

In 2016, Minnesota legislators introduced a bill which would allow NSP-Minnesota to build a natural gas combined-cycle power plant
at NSP-Minnesota’s Sherco site. The bill passed the House and Senate in February 2017 but will require approval from the Governor
to become effective. A final resolution is expected later in 2017 and cost recovery would be subject to MPUC approval.

Request for Proposal (RFP) — In September 2016, NSP-Minnesota issued a RFP for 1,500 MW of wind generation. The RFP
requests both PPAs and build-own-transfer proposals.

In October 2016, NSP-Minnesota submitted a petition for approval to the MPUC of a 750 MW self-build wind farm portfolio. RFP
bids were received in October 2016 and have been evaluated in conjunction with the self-build proposal.

In January 2017, NSP-Minnesota completed the bid evaluation process. NSP-Minnesota evaluated the bid proposals based on a
completeness review, a levelized cost of electricity economic evaluation and a non-price qualitative review. NSP-Minnesota believes
its self-build wind projects were competitive and should complement the RFP portfolio.

An overview of the anticipated RFP schedule is as follows:

*  Project proposal selection and negotiation during the first quarter of 2017;
*  NSP-Minnesota’s recommendation for proposed wind additions to the MPUC later in the first quarter of 2017; and
*  MPUC approval is expected by July 2017.

Jurisdictional Cost Recovery Allocation — In December 2016, NSP-Minnesota filed a resource treatment framework with the
NDPSC and MPUC. The filing proposed a framework to allow North Dakota and Minnesota to gradually become more independent
of one another with respect to future generation resource selection while also identifying a path for cost sharing of current resources.
NSP-Minnesota’s filing identified two options: a legal separation, creating a separate North Dakota operating company; or a pseudo
separation, which maintains the current corporate structure but directly assigns the costs and benefits of each resource to the
jurisdiction that supports it. The annual costs for a legal separation and pseudo separation are estimated to be approximately $3
million and $1 million, respectively. A one-time cost of approximately $10 million would also be incurred to establish a North Dakota
operating company under legal separation. Costs are not expected to be incurred until 2020 and are anticipated to be recoverable
through rates. The filing proposed a procedural schedule that considers an order in mid-2018.
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CapX2020 — The estimated cost of the five major CapX2020 transmission projects listed below is $2 billion. NSP-Minnesota and
NSP-Wisconsin are responsible for approximately $1.06 billion of the total investment and the majority of this investment has
occurred. The projects are as follows:

+  Hampton, Minn. to Rochester, Minn. to La Crosse, Wis. 161/345 KV transmission lines — The final 161 KV and 345 KV
segments of the project went into service in January 2016 and September 2016, respectively;

»  Brookings County, S.D. to Hampton, Minn. 345 KV transmission line — The project was placed in service in March 2015;

*  Bemidji, Minn. to Grand Rapids, Minn. 230 KV transmission line — The project was placed in service in September 2012;

*  Monticello, Minn. to Fargo, N.D. 345 KV transmission line — The final portion of the project was placed in service in April
2015; and

»  Big Stone South to Brookings County, S.D. 345 KV transmission line — Construction of the line began in September 2015,
with completion anticipated in September 2017.

Nuclear Power Operations and Waste Disposal

NSP-Minnesota owns two nuclear generating plants: the Monticello plant and the PI plant. Nuclear power plant operations produce
gaseous, liquid and solid radioactive wastes which are controlled by federal regulation. High-level radioactive wastes primarily
include used nuclear fuel. LLW consists primarily of demineralizer resins, paper, protective clothing, rags, tools and equipment that
have become contaminated through use in a plant.

NRC Regulation — The NRC regulates the nuclear operations of NSP-Minnesota. Decisions by the NRC can significantly impact the
operations of the nuclear generating plants. The costs of complying with NRC orders and requirements can affect both operating
expenses and capital investments of the plants. NSP-Minnesota has obtained recovery of these compliance costs in customer rates,
and expects the costs associated with compliance will continue to be recoverable from customers. Estimates of the future nuclear
capital expenditures related to costs of NRC compliance are included in Xcel Energy’s capital forecast for electric generation. See
Item 7 for further discussion of capital requirements.

Nuclear Regulatory Performance — The NRC has a Reactor Oversight Process that classifies U.S. nuclear reactors into various
categories (referred to as Columns, from 1 to 5). Issues are evaluated as either green, white, yellow, or red based on their safety
significance, with green representing the least safety concern and red representing the most concern.

At Dec. 31, 2016, PI Units 1 and 2 were in Column 1 (licensee response) with all green performance indicators and no greater than
green findings or violations. Plants in Column 1 are subject to only a pre-defined set of basic NRC inspections.

In the fourth quarter of 2016, Monticello moved from Column 1 to Column 2 (regulatory response) due to a white performance
indicator related to an oil leak in a backup cooling system in 2016. Plants in Column 2 are subject to special NRC inspections to
review and validate that performance issues or inspection findings have been properly addressed. Monticello has addressed the issues
leading to the finding and will be eligible to return to Column 1 once the NRC completes an inspection to close the issue. NSP-
Minnesota currently expects the inspection to occur, and Monticello to return to Column 1 in mid-2017.

Monticello Spent Fuel Storage - Dry Shielded Canisters — In 2013, NSP-Minnesota’s Monticello nuclear generating plant
conducted a spent fuel loading campaign which resulted in five storage canisters being loaded and placed in the ISFSI and a sixth one
being loaded but remaining in the plant pending resolution of weld inspection issues. Successful pressure and leak testing
demonstrated the safety and integrity of all six canisters involved. The NRC conducted an investigation and determined that two
contractor technicians at Monticello deliberately violated NRC requirements and failed to follow procedure in performing Non-
Destructive Examinations (NDE) on the six spent fuel storage canisters (Dry Shielded Canisters #11-16) in accordance with
procedural requirements and falsified records when recording the NDE results. NSP-Minnesota took several actions to assure that
compliance with the NRC’s regulations and Monticello’s storage license can be demonstrated.

In December 2016, the NRC issued a confirmatory order formally approving a settlement in which NSP-Minnesota agreed to a
timeline for attaining compliance on all six canisters as well as additional training and communications. As a result, the NRC will not
issue a notice of violation or impose a civil penalty to NSP-Minnesota and will consider the terms of its order as an escalated
enforcement action for a period of one year. During 2016, the NRC approved an exemption request for the completion of the final
canister #16. That canister is now considered in compliance, and was placed in the ISFSI during 2016.

Costs attributable to Monticello canisters #11-15 achieving full regulatory compliance within five years, as agreed to in the settlement,
are currently being evaluated. No public safety issues have been raised, or are believed to exist, related to handling of spent nuclear
fuel at Monticello in regard to this matter.



LLW Disposal — LLW from NSP-Minnesota’s Monticello and PI nuclear plants is currently disposed at the Clive facility located in
Utah and Waste Control Specialists facility located in Texas. If off-site LLW disposal facilities become unavailable, NSP-Minnesota
has storage capacity available on-site at PI and Monticello that would allow both plants to continue to operate until the end of their
current licensed lives.

High-Level Radioactive Waste Disposal — The federal government has the responsibility to permanently dispose of domestic spent
nuclear fuel and other high-level radioactive wastes. The Nuclear Waste Policy Act requires the DOE to implement a program for
nuclear high-level waste management. This includes the siting, licensing, construction and operation of a repository for spent nuclear
fuel from civilian nuclear power reactors and other high-level radioactive wastes at a permanent federal storage or disposal facility.
The federal government has been evaluating a nuclear geologic repository at Yucca Mountain, Nevada for many years. At this time,
there are no definitive plans for a permanent federal storage site at Yucca Mountain or any other site.

Nuclear Spent Fuel Storage

NSP-Minnesota has interim on-site storage for spent nuclear fuel at its Monticello and PI nuclear generating plants. As of Dec. 31,
2016, there were 40 casks loaded and stored at the PI plant and 16 canisters loaded and stored at the Monticello plant. An additional
24 casks for PI and 14 canisters for Monticello have been authorized by the State of Minnesota. This currently authorized storage
capacity is sufficient to allow NSP-Minnesota to operate until the end of the operating licenses in 2030 for Monticello, 2033 for PI
Unit 1, and 2034 for PI Unit 2. Authorizations for additional spent fuel storage capacity may be required at each site to support either
continued operation or decommissioning if the federal government does not begin operation of a consolidated interim storage
installation.

NRC Waste Confidence Decision (WCD) — In 2014, the NRC published a Generic Environmental Impact Statement and revised
WCD rule, now called the Continued Storage Rule (CSR) on the temporary on-site storage of spent nuclear fuel. The CSR assesses
how long temporary on-site storage can remain safe and when facilities for the disposal of nuclear waste will become available.
Issuance of the CSR now allows the NRC to proceed with final license decisions regarding the new and renewed plant and ISFSI
operating licenses without the need to litigate contentions related to the continued storage of spent nuclear fuel on-site. This may
facilitate potential future spent fuel licensing needs for NSP-Minnesota. The CSR was challenged before the U.S. Court of Appeals
for the D.C. Circuit on the grounds that the environmental impact statement is inadequate to satisfy the National Environmental Policy
Act. In June 2016, the D.C. Circuit’s decision upheld the CSR.

See Note 14 to the consolidated financial statements for further discussion regarding nuclear related items.

Energy Source Statistics

Year Ended Dec. 31

2016 2015 2014

Millions of Percent of Millions of Percent of Millions of Percent of

NSP System KWh Generation KWh Generation KWh Generation
Nuclear .............. ... ... ........ 14,191 30% 12,425 27% 13,434 29%

Coal............ 13,681 28 15,961 35 18,079 39

Wind® ... 7,897 16 6,235 14 6,243 14

Natural Gas .......................... 7,810 16 6,689 15 3,402 7

Hydroelectric. . ....................... 3,203 7 3,326 7 3,560 8

Other ™ .. ... .. ... .. .. ... ... ...... 1,480 3 1,083 2 1,417 3
Total.............................. 48,262 100% 45,719 100% 46,135 100%
Owned generation. .................... 36,381 75% 33,818 74% 33,641 73%

Purchased generation .................. 11,881 25 11,901 26 12,494 27
Total.............................. 48,262 100% 45,719 100% 46,135 100%

@ This category includes wind energy de-bundled from RECs and also includes Windsource® RECs. The NSP System uses RECs to meet or exceed state resource

requirements and may sell surplus RECs.
®  Includes energy from other sources, including solar, biomass, oil and refuse. Distributed generation from the Solar*Rewards”™ program is not included, and was

approximately 21, eight and seven million net KWh for 2016, 2015, and 2014, respectively.
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Fuel Supply and Costs

The following table shows the delivered cost per MMBtu of each significant category of fuel consumed for owned electric generation,
the percentage of total fuel requirements represented by each category of fuel and the total weighted average cost of all fuels.

Weighted
Coal @ Nuclear Natural Gas Average
Owned Fuel
NSP System Generating Plants Cost Percent Cost Percent Cost Percent Cost
2006 ... $ 2.03 2% $ 0.80 44% $ 3.30 14% § 1.67
2005 oo 2.15 47 0.83 40 3.89 13 1.85
2014 o 2.23 52 0.89 42 6.27 6 1.94

Includes refuse-derived fuel and wood.

The cost of natural gas in 2016 decreased due to lower wholesale commodity prices.
See Items 1A and 7 for further discussion of fuel supply and costs.

Fuel Sources

Nuclear — NSP-Minnesota secures contracts for uranium concentrates, uranium conversion, uranium enrichment and fuel fabrication
to operate its’ nuclear plants. The contract strategy involves a portfolio of spot purchases and medium and long-term contracts for
uranium concentrates, conversion services and enrichment services with multiple producers and with a focus on diversification to
minimize potential impacts caused by supply interruptions due to geographical and world political issues.

e Current nuclear fuel supply contracts cover 100 percent of uranium concentrates requirements through 2019 and approximately
53 percent of the requirements for 2020 through 2030;

«  Current contracts for conversion services cover 100 percent of the requirements through 2021 and approximately 49 percent of
the requirements for 2022 through 2030; and

«  Current enrichment service contracts cover 100 percent of the requirements through 2025 and approximately 28 percent of the
requirements for 2026 through 2030.

Fabrication services for Monticello and PI are 100 percent committed through 2030 and 2019, respectively.

NSP-Minnesota expects sufficient uranium concentrates, conversion services and enrichment services to be available for the total fuel
requirements of its nuclear generating plants. Some exposure to market price volatility will remain due to index-based pricing
structures contained in certain supply contracts.

Coal — The NSP System normally maintains approximately 41 days of coal inventory. Coal supply inventories at Dec. 31, 2016 and
2015 were approximately 55 and 67 days of usage, respectively. At Dec. 31, 2016, milder weather, purchase commitments and
relatively low natural gas prices resulted in coal inventories being above optimal levels. NSP-Minnesota’s generation stations use
low-sulfur western coal purchased primarily under contracts with suppliers operating in Wyoming and Montana. During 2016 and
2015, coal requirements for the NSP System’s major coal-fired generating plants were approximately 7.5 million tons and 8.3 million
tons, respectively. Coal requirements for 2016 decreased primarily due to relatively low natural gas prices during the year. The
estimated coal requirements for 2017 are approximately 8.9 million tons. The increase is primarily due to higher expected natural gas
prices in 2017.

NSP-Minnesota and NSP-Wisconsin have contracted for coal supplies to provide 74 percent of their estimated coal requirements in
2017 and a declining percentage of the requirements in subsequent years. The NSP System’s general coal purchasing objective is to
contract for approximately 80 percent of requirements for the first year, 50 percent of requirements in year two and 25 percent of
requirements in year three. Remaining requirements will be filled through the procurement process or over-the-counter transactions.

NSP-Minnesota and NSP-Wisconsin have a number of coal transportation contracts that provide for delivery of 100 percent of their

coal requirements in 2017 and 2018. Coal delivery may be subject to interruptions or reductions due to operation of the mines,
transportation problems, weather and availability of equipment.
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Natural gas — The NSP System uses both firm and interruptible natural gas supply and standby oil in combustion turbines and certain
boilers. Natural gas supplies, transportation and storage services for power plants are procured under contracts to provide an adequate
supply of fuel. However, as natural gas primarily serves intermediate and peak demand, remaining forecasted requirements are able to
be procured through a liquid spot market. Generally, natural gas supply contracts have variable pricing that is tied to various natural
gas indices. Most transportation contract pricing is based on FERC approved transportation tariff rates. Certain natural gas supply
and transportation agreements include obligations for the purchase and/or delivery of specified volumes of natural gas or to make
payments in lieu of delivery. At Dec. 31,2016 and 2015, the NSP System did not have any commitments related to gas supply
contracts; however commitments related to gas transportation and storage contracts were approximately $382 million and $276
million, respectively. Commitments related to gas transportation and storage contracts expire in various years from 2017 to 2028.

The NSP System also has limited on-site fuel oil storage facilities and primarily relies on the spot market for incremental supplies.
Renewable Energy Sources

The NSP System’s renewable energy portfolio includes wind, hydroelectric, biomass and solar power from both owned generating
facilities and PPAs. As of Dec. 31, 2016, the NSP System was in compliance with mandated RPS, which require generation from
renewable resources of 18.0 percent and 12.9 percent of NSP-Minnesota and NSP-Wisconsin electric retail sales, respectively.

*  Renewable energy comprised 26.1 percent and 23.3 percent of the NSP System’s total energy for 2016 and 2015,
respectively;

*  Wind energy comprised 16.4 percent and 13.6 percent of the total energy for 2016 and 2015, respectively;

*  Hydroelectric energy comprised 6.6 percent and 7.3 percent of the total energy for 2016 and 2015, respectively; and

*  Biomass and solar power comprised approximately 3.1 percent and 2.4 percent of the total energy for 2016 and 2015,
respectively.

The NSP System also offers customer-focused renewable energy initiatives. Windsource allows customers in Minnesota, Wisconsin
and Michigan to purchase a portion or all of their electricity from renewable sources. In 2016, the number of customers utilizing
Windsource increased to approximately 54,000 from 50,000 in 2015.

Additionally, to encourage the growth of solar energy on the system, customers are offered incentives to install solar panels on their
homes and businesses under the Solar*Rewards program. Over 2,063 PV systems with approximately 25.2 MW of aggregate capacity
have been installed in Minnesota as of Dec. 31, 2016 and over 1,458 PV systems with approximately 18.3 MW of aggregate capacity
have been installed as of Dec. 31, 2015. The community solar gardens program is another option made available to encourage use of
solar energy in Minnesota. This program allows for offsite development of solar and bill credits to customers based on an approved
tariffed rate. Although very few MW came on line in 2016, an increase in the MW supplied through this program is expected in 2017.

Wind — The NSP System acquires the majority of its wind energy from PPAs with wind farm owners, primarily located in
Southwestern Minnesota. Currently, the NSP System has more than 125 of these agreements in place, with facilities ranging in size
from under one MW to more than 200 MW. The NSP System owns and operates five wind farms which have the capacity to generate
852 MW.

e The NSP System had approximately 2,602 and 2,210 MW of wind energy on its system at the end of 2016 and 2015,
respectively. In addition to receiving purchased wind energy under these agreements, the NSP System also typically receives
wind RECs, which are used to meet state renewable resource requirements.

e The average cost per MWh of wind energy under existing contracts was approximately $43 and $42 for 2016 and 2015,
respectively. The cost per MWh of wind energy varies by contract and may be influenced by a number of factors including
regulation, state-specific renewable resource requirements and the year of contract execution. Generally, contracts executed
in 2016 continued to benefit from improvements in technology, excess capacity among manufacturers and motivation to
commence new construction prior to the anticipated expiration of the federal PTCs. In December 2015, the federal PTCs
were extended through 2019 with a phase down beginning in 2017.

Hydroelectric — The NSP System acquires its hydroelectric energy from both owned generation and PPAs. The NSP System owns 20
hydroelectric plants throughout Wisconsin and Minnesota which provide 277.5 MW of capacity. For 2016, PPAs provided
approximately 34 MW of hydroelectric capacity. Additionally, the NSP System purchases approximately 725 MW of generation from
Manitoba Hydro, which is sourced primarily from its fleet of hydroelectric facilities.
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Wholesale and Commodity Marketing Operations

NSP-Minnesota conducts various wholesale marketing operations, including the purchase and sale of electric capacity, energy,
ancillary services and energy-related products. NSP-Minnesota uses physical and financial instruments to minimize commodity price
and credit risk and hedge sales and purchases. NSP-Minnesota also engages in trading activity unrelated to hedging and sharing of
any margins is determined through state regulatory proceedings as well as the operation of the FERC approved joint operating
agreement. NSP-Minnesota does not serve any wholesale requirements customers at cost-based regulated rates. See Item 7 for further
discussion.

NSP-Wisconsin
Public Utility Regulation

Summary of Regulatory Agencies and Areas of Jurisdiction — Retail rates, services and other aspects of NSP-Wisconsin’s
operations are regulated by the PSCW and the MPSC, within their respective states. In addition, each of the state commissions
certifies the need for new generating plants and electric transmission lines before the facilities may be sited and built. NSP-Wisconsin
is subject to the jurisdiction of the FERC with respect to its wholesale electric operations, hydroelectric generation licensing,
accounting practices, wholesale sales for resale, the transmission of electricity in interstate commerce, compliance with NERC electric
reliability standards, asset transactions and mergers and natural gas transactions in interstate commerce. NSP-Wisconsin and NSP-
Minnesota have been granted continued joint authorization from the FERC to make wholesale electric sales at market-based prices.
NSP-Wisconsin is a transmission owning member of the MISO RTO.

The PSCW has a biennial base rate filing requirement. By June of each odd numbered year, NSP-Wisconsin must submit a rate filing
for the test year beginning the following January. In recent years, NSP-Wisconsin has been submitting rate filings each year.

Fuel and Purchased Energy Cost Recovery Mechanisms — NSP-Wisconsin does not have an automatic electric fuel adjustment
clause for Wisconsin retail customers. Instead, under Wisconsin rules, utilities submit a forward-looking annual fuel cost plan to the
PSCW for approval. Once the PSCW approves the fuel cost plan, utilities defer the amount of any fuel cost under-collection or over-
collection in excess of a two percent annual tolerance band, for future rate recovery or refund. Approval of a fuel cost plan and any
rate adjustment for refund or recovery of deferred costs is determined by the PSCW after an opportunity for a hearing. Rate recovery
of deferred fuel cost is subject to an earnings test based on the utility’s most recently authorized ROE. Fuel cost under-collections that
exceed the two percent annual tolerance band for a calendar year may not be recovered if the utility earnings for that year exceed the
authorized ROE.

NSP-Wisconsin’s retail electric rate schedules for Michigan customers include power supply cost recovery factors, which are based on
12-month projections. After each 12-month period, a reconciliation is submitted whereby over-collections are refunded and any
under-collections are collected from the customers over the subsequent 12-month period.

Wisconsin Energy Efficiency Program — In Wisconsin, the primary energy efficiency program is funded by the state’s utilities, but
operated by independent contractors subject to oversight by the PSCW and the utilities. NSP-Wisconsin recovers these costs in rates
charged to Wisconsin retail customers.

Capacity and Demand

NSP-Wisconsin operates an integrated system with NSP-Minnesota. See NSP-Minnesota Capacity and Demand.

Energy Sources and Related Transmission Initiatives

NSP-Wisconsin operates an integrated system with NSP-Minnesota. See NSP-Minnesota Energy Sources and Related Transmission
Initiatives.

NSP-Wisconsin / American Transmission Company, LLC (ATC) - La Crosse to Madison, Wis. Transmission Line — In 2013, NSP-
Wisconsin and ATC jointly filed an application with the PSCW for a CPCN for a new 345 KV transmission line that would extend
from La Crosse, Wis. to Madison, Wis. NSP-Wisconsin’s half of the line will be shared with three co-owners, Dairyland Power
Cooperative, WPPI Energy and Southern Minnesota Municipal Power Agency-Wisconsin.
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In 2015, the PSCW issued its order approving a CPCN and route for the project. Subsequently, the PSCW denied two requests for
rehearing. Two groups have appealed the CPCN Order to county circuit court. Court action is pending in one remaining appeal and
the CPCN remains in full effect unless one of the parties seeks and receives a stay from the court and posts a bond to cover damages
the utilities may incur due to delay. The 180-mile project is expected to cost approximately $541 million. NSP-Wisconsin’s portion
of the investment, which includes AFUDC, is estimated to be approximately $200 million. Updated forecast costs are primarily due to
better material pricing than originally anticipated. Construction on the line began in January 2016, with completion anticipated by late
2018.

2016 Electric Fuel Cost Recovery — NSP-Wisconsin’s electric fuel costs for the year ended Dec. 31, 2016 were lower than
authorized in rates and outside the two percent annual tolerance band established in the Wisconsin fuel cost recovery rules, primarily
due to lower sales volume and lower purchased power costs coupled with moderate weather. Under the fuel cost recovery rules, NSP-
Wisconsin may retain the amount of over-recovery up to two percent of authorized annual fuel costs, or approximately $3.4 million.
However, NSP-Wisconsin must defer the amount of over-recovery in excess of the two percent annual tolerance band for future refund
to customers. Accordingly, NSP-Wisconsin recorded a deferral of approximately $9.8 million through Dec. 31, 2016. In March 2017
NSP-Wisconsin will file a reconciliation of 2016 fuel costs with the PSCW. The amount of any potential refund is subject to review
and approval by the PSCW, which is not expected until mid-2017.

Fuel Supply and Costs
NSP-Wisconsin operates an integrated system with NSP-Minnesota. See NSP-Minnesota Fuel Supply and Costs.
Wholesale and Commodity Marketing Operations

NSP-Wisconsin operates an integrated system with NSP-Minnesota. NSP-Wisconsin does not serve any wholesale requirements
customers at cost-based regulated rates. See NSP-Minnesota Wholesale and Commodity Marketing Operations.

PSCo
Public Utility Regulation

Summary of Regulatory Agencies and Areas of Jurisdiction — PSCo is regulated by the CPUC with respect to its facilities, rates,
accounts, services and issuance of securities. PSCo is regulated by the FERC with respect to its wholesale electric operations,
accounting practices, hydroelectric licensing, wholesale sales for resale, the transmission of electricity in interstate commerce,
compliance with the NERC electric reliability standards, asset transactions and mergers and natural gas transactions in interstate
commerce. PSCo is authorized to make wholesale electric sales at market-based prices to customers outside its balancing authority
area.

Fuel, Purchased Energy and Conservation Cost-Recovery Mechanisms — PSCo has several retail adjustment clauses that recover
fuel, purchased energy and other resource costs:

*  ECA— Recovers fuel and purchased energy costs. Short-term sales margins are shared with retail customers through the ECA.
The ECA is revised quarterly.

*  PCCA — Recovers purchased capacity payments.

e SCA — Recovers the difference between PSCo’s actual cost of fuel and the amount of these costs recovered under its base
steam service rates. The SCA rate is revised on a quarterly basis.

¢ DSMCA — Recovers DSM, interruptible service option credit costs and performance initiatives for achieving various energy
savings goals.

*  RESA — Recovers the incremental costs of compliance with the RES with a maximum of two percent of the customer’s total
bill.

e Wind Energy Service — Premium service for customers who choose to pay an additional charge for renewable resources.

e TCA — Recovers costs associated with transmission investment outside of rate cases.

¢ CACJA — Recovers costs associated with implementing its compliance plan under the CACJA.

PSCo recovers fuel and purchased energy costs from its wholesale electric customers through a fuel cost adjustment clause approved
by the FERC. PSCo’s wholesale customers have agreed to pay the full cost of certain renewable energy purchase and generation costs
through a fuel clause and in exchange receive RECs associated with those resources. The wholesale customers pay their jurisdictional
allocation of production costs through a fully forecasted formula rate with true-up.

OSP Requirements — The CPUC established an electric QSP that provides for bill credits to customers if PSCo does not achieve

certain performance targets relating to electric reliability and customer service. PSCo monitors and records, as necessary, an estimated
customer refund obligation under the QSP. The CPUC extended the terms of the current QSP through 2018.
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Capacity and Demand

Uninterrupted system peak demand for PSCo’s electric utility for each of the last three years and the forecast for 2017, assuming
normal weather conditions, is as follows:

System Peak Demand (in MW)
2014 2015 2016 2017 Forecast
PSCo. . 6,152 6,284 6,585 6,439

The peak demand for PSCo’s system typically occurs in the summer. The 2016 system peak demand for PSCo occurred on Aug. 3,
2016. The 2016 system peak demand was higher due to Comanche Unit 3 not running at full capacity, which increased PSCo’s system
load for the backup power provided by PSCo to the joint owners. The forecast of system peak assumes normal weather conditions.

Energy Sources and Related Transmission Initiatives

PSCo expects to meet its system capacity requirements through existing electric generating stations, power purchases, new generation
facilities, DSM options and phased expansion of existing generation at select power plants.

Purchased Power — PSCo has contracts to purchase power from other utilities and independent power producers. Long-term
purchased power contracts typically require a periodic capacity charge and an energy charge for energy actually purchased. PSCo also
makes short-term purchases to meet system load and energy requirements, to replace generation from company-owned units under
maintenance or during outages, to meet operating reserve obligations, or to obtain energy at a lower cost.

Purchased Transmission Services — In addition to using its own transmission system, PSCo has contracts with regional transmission
service providers to deliver energy to PSCo’s customers.

Rush Creek Wind Ownership Proposal — In 2016, PSCo filed an application for a CPCN to build, own and operate a 600 MW wind
generation facility at Rush Creek for a cost of approximately $1 billion, including transmission investment.

In 2016, the CPUC approved a settlement between PSCo and various parties and granted a CPCN, which allows PSCo to commence
the project on a timely basis and capture the full PTC benefit for customers.

Key terms of the settlement are listed below:

*  The Rush Creek project satisfies the reasonable cost standard and is in the public interest;

*  The project should be placed in service by Oct. 31, 2018;

»  The useful life of the project should be set at 25 years;

* A hard cost-cap on the $1.096 billion investment (which includes the capital investment and AFUDC);

» A capital cost sharing mechanism for every $10 million below the cost-cap, with 82.5 percent retained by customers and 17.5
percent retained by PSCo on a net present value basis over the life of the project;

*  Amounts retained by PSCo under the capital cost sharing mechanism as well as overall facility revenue requirements may
each be reduced for lower than projected long term generating output (i.e., higher degradation);

e The Pawnee-Daniels transmission line (estimated project cost of $178 million) should be accelerated and operations are
expected to begin by October 2019; and

*  PSCo committed to develop a rate for third-party access to available capacity in the Rush Creek transmission line to be filed
at the FERC.

Colorado 2016 ERP — In May 2016, PSCo filed its 2016 ERP which identified approximately 600 MW of additional resource needs
by the summer of 2023; the level of resource need is driven by load growth, retiring generation facilities, expiring purchased power
contracts and the impacts of customer-facing programs. In its initial filing, PSCo proposed a competitive acquisition process in which
all generation resources, except coal-fired generation, could compete. PSCo has expressed an interest in owning incremental
generation through self-build proposals, purchase of existing assets some of which are currently subject to PPAs or through build-own-
transfer projects. In February 2017, the CPUC held hearings regarding PSCo’s proposal and an initial decision is anticipated by
March 2017. The actual range of need to be filled in the competitive acquisition process will be determined once a final decision is
received from the CPUC and prior to the beginning of the competitive acquisition phase of the ERP process.

Brush to Castle Pines 345 KV Transmission Line — In 2015, the CPUC granted a CPCN to construct a new 345 KV transmission
line originating from Pawnee generating station, near Brush, CO to the Daniels Park substation, near Castle Pines, CO to be placed in
service by May 2022. The estimated project cost is $178.3 million. The CPUC granted the parties’ requests for consolidation with the
Rush Creek project and approved for construction to begin in the first half of 2017.
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PSCo Global Settlement Agreement — In August 2016, PSCo and various intervenors entered into a global settlement agreement
regarding three pending filings with the CPUC, including the Phase II electric rate case (which is related to the rate design portion of
the 2015 Electric rate case), the Renewable*Connect proposal and the 2017 Renewable Energy Plan. Key terms of the agreement
include that participating customers in the proposed Renewable*Connect program would pay ordinary tariff electric rates in addition
to a voluntary tariff solar charge, and receive bill credits related to avoided cost savings for a new 50 MW solar resource. It was also
agreed that PSCo’s 2017 Renewable Energy Plan would include 2017 to 2019 acquisition of a total of 225 MW of renewable energy
from sources including rooftop solar, solar gardens and recycled energy.

In December 2016, the CPUC approved the global settlement agreement. In January 2017, PSCo began implementing the terms of the
settlement.

Joint Dispatch Agreement (JDA) — In February 2016, the FERC approved a JDA between PSCo, Black Hills/Colorado Electric
Utility Company, LP and Platte River Power Authority. Through the JDA, energy is dispatched to economically serve the combined
electric customer loads of the three systems. In circumstances where PSCo is the lowest cost producer, it will sell its excess
generation to other JDA counterparties. The agreement results in a reduction in total energy costs for the parties, of which
approximately $1.4 million would be allocated to PSCo’s customers. As part of the agreement, PSCo will earn a management fee to
administer the JDA. In January 2017, the CPUC approved the JDA.

Advanced Grid Intelligence and Security — In August 2016, PSCo filed a request with the CPUC to approve a CPCN for
implementation of its advanced grid initiative. The project incorporates installing advanced meters, implementing a combination of
hardware and software applications to allow the distribution system to operate at a lower voltage (integrated volt-var optimization) and
installing necessary communications infrastructure to implement this hardware. These major projects are expected to improve
customer experience, enhance grid reliability and enable the implementation of new and innovative programs and rate structures. The
estimated capital investment for the project is approximately $500 million. PSCo anticipates a CPUC decision by mid-2017. If
approval is received, the project is expected to be completed by 2021.

Decoupling Filing — In July 2016, PSCo filed a request with the CPUC to approve a partial decoupling mechanism for a five-year
period, effective Jan. 1, 2017. The proposed decoupling adjustment would allow PSCo to adjust annual revenues based on changes in
weather normalized average use per customer for the residential and small C&I classes. The proposed decoupling mechanism is
symmetric and may result in potential refunds to customers if there were an increase in average use per customer. PSCo did not
request that revenue be adjusted as a result of weather related sales fluctuations.

In January 2017, the CPUC Staff (Staff) and various intervenors, including the OCC, filed direct testimony.

*  The Staff recommended a portion of PSCo’s request be approved and suggested the CPUC should lower PSCo’s ROE by 30
basis points to account for lower risk associated with annual revenues, if the full proposal were approved;

*  The OCC opposed PSCo’s decoupling request; and

»  Other intervening parties generally supported PSCo’s proposal, but recommended various modifications, such as the use of
actual sales data instead of weather-normalized sales.

A CPUC decision is expected in April 2017.

Boulder, Colo. Municipalization — In 2011, a ballot measure was passed which authorized the formation and operation of a
municipal utility and the issuance of enterprise revenue bonds. In 2014, the City of Boulder (Boulder) City Council passed an
ordinance to establish an electric utility. PSCo challenged the formation of this utility as premature because costs and system
separation plans were not final, but the case was dismissed. PSCo appealed this decision and in September 2016, the Colorado Court
of Appeals preserved PSCo’s ability to challenge the utility while vacating the lower court’s decision.

In 2013, the CPUC ruled that Boulder may not be the retail service provider to any PSCo customers located outside Boulder city limits
unless Boulder can establish that PSCo is unwilling or unable to serve those customers. The CPUC also ruled that it has jurisdiction
over the transfer of any facilities to Boulder that currently serve any customers located outside Boulder city limits and will determine
separation matters. The CPUC has declared that Boulder must receive CPUC transfer approval prior to any eminent domain actions.
Boulder appealed this ruling to the Boulder District Court. In January 2015, the Boulder District Court affirmed the CPUC decision.
The Boulder District Court also dismissed a condemnation action that Boulder had filed. The CPUC must complete the separation
plan proceeding before Boulder may refile a condemnation proceeding.

In July 2015, Boulder filed an application with the CPUC requesting approval of its proposed separation plan. In August 2015, PSCo
filed a motion to dismiss Boulder’s separation proposal, arguing Boulder’s request was not permissible under Colorado law. In
December 2015, the CPUC granted the motion to dismiss the application in part, holding that Boulder had no right to acquire PSCo
facilities used exclusively to serve customers located outside Boulder city limits. Other portions of Boulder’s application were not
dismissed, but were stayed until Boulder supplemented its application. Boulder filed its amended application in September 2016.
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In February 2017, PSCo and other intervenors filed answer testimony which addressed several legal issues posed by the CPUC.
Overall, PSCo believes that Boulder’s plan is not consistent with and cannot be effectively administered under Colorado law and that
from a reliability perspective it is an inappropriate way to separate the two distribution systems and poses significant risks to PSCo
and its remaining customers. The remaining key dates in the procedural schedule are as follows:

*  Rebuttal testimony — March 30, 2017,

*  Hearings — April 26 through May 5, 2017;

»  Statements of position — May 17, 2017; and
e Final decision — June 15, 2017.

Depreciation and Amortization Proceeding — In April 2016, PSCo filed for approval of depreciation rates and amortization
schedules for its electric and common plant. In January 2017, the CPUC approved a comprehensive settlement agreement. The new
depreciation and amortization rates are expected to be implemented in conjunction with PSCo’s next rate case or through a separate
proceeding in 2018, with an expected annual increase of approximately $33 million.

RES Compliance Plan — Colorado law mandates that at least 20 percent of PSCo’s energy sales are supplied by renewable energy
through 2019, with the percentage increasing to 30 percent by 2020 and includes a distributed generation standard. PSCo was in
compliance with the RES as of Dec. 31, 2016.

Energy Source Statistics

Year Ended Dec. 31

2016 2015 2014

Millions of Percent of Millions of Percent of Millions of Percent of

PSCo KWh Generation KWh Generation KWh Generation
Coal.............. 15,895 47% 18,601 54% 18,274 53%

Natural Gas . ............. ... 8,632 25 7,948 23 8,601 25

Wind® ..o 8,106 24 6,699 19 6,472 19

Hydroelectric. . ............ .. .. ... ... 1,179 3 662 2 617 2

Other ™ .. ... . ... ... .. ... .. ... ...... 393 1 705 2 294 1
Total.............................. 34,205 100% 34,615 100% 34,258 100%
Owned generation. .................... 22,753 67% 22,981 66% 23,023 67%

Purchased generation .................. 11,452 33 11,634 34 11,235 33
Total.............................. 34,205 100% 34,615 100% 34,258 100%

@ This category includes wind energy de-bundled from RECs and also includes Windsource RECs. PSCo uses RECs to meet or exceed state resource requirements

and may sell surplus RECs.
® Distributed generation from the Solar*Rewards program is not included, and was approximately 396, 245 and 197 million net KWh for 2016, 2015, and 2014,

respectively.
Fuel Supply and Costs

The following table shows the